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INVESTING IN A CHANGING WORLD   IN THIS ISSUE 

By Adam Mayers, Contributing Editor 

An avalanche of new technologies 

is disrupting traditional industries 

and quickly creating new ones in a 

convergence hastened by the year-

long influence of the pandemic.    

These developments in robotics and energy 

storage, artificial intelligence and cloud-stored 

data offer tremendous opportunity for investors.   

Some of the products are revolutionary and others 

evolutionary. Things like robots in warehouses and 

aiding surgeries or DNA sequencing to cure 

disease. Electric vehicles and self-driving taxis 

are two more promising areas as are e-commerce 

payments and blockchain technology for 

pandemic ‘passports.’  
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Changing world—continued from page 1… 

How should investors approaching 

or in retirement look at these 

developments? They hold promise 

but carry higher risk and volatility. 

For proof of the latter, take a look at 

last year’s highflyers, many of 

whom sold off sharply in early 

March. They have rebounded a little 

but are still well below their highs.  

And while new technologies are a 

place to look for growth, they 

generally do not pay dividends, 

something which many retirees 

depend on. These companies tend to 

invest in their businesses instead. 

They are only modestly profitable, 

command high price-to-earnings 

ratios, and move in fits and starts. 

I recently discussed the themes 

with Cathie Wood, 65, the disruptive 

technology evangelist who founded 

Ark Investment Management LLC in 

New York.   

She launched Ark seven years ago 

when she was 59, an age when 

most people are thinking of 

retirement. Ms. Wood is something 

of a rock star at the moment. 

Several discussion groups on 

Reddit follow her every comment 

and move. There is even a line of 

Cathie Wood T-shirts. Last fall, 

Forbes estimated her net worth to 

be US$250 million. 

She is an analytical thinker and 

admires the 16th Century 

astronomer Nicholas Copernicus. 

Copernicus upended conventional 

thinking with the idea that the earth 

revolves around the sun, not the 

other way round. She sees many of 

the companies in her fund as 

similarly revolutionary.    

Ark was seeded with US$15 million 

and the original Ark Innovation 

exchange traded fund (ETF) 

(NYSEarca: ARKK) now has US$23.5 

billion in assets. It was recently added 

to the IWB growth portfolio.  

ARKK lays claim to being the 

largest actively managed ETF on 

any global exchange. In 2020, it 

ranked first among 604 funds with 

over $1 billion in assets, according 

to independent analyst Morningstar 

Research. It returned 152.5%.  

In Canada, ARK manages five 

active ETFs as a sub-advisor for 

Emerge Canada Inc. The flagship is 

marketed as the Emerge ARK 

Global Disruptive Innovation ETF 

(NE: EARK).   

Continued on page 3... 
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Finding value—continued from page 2... 

This year’s performance shows 

how volatile it can get. At the 

time of writing, the selloff wiped 

out most of the 2021 gains. Ark 

Innovation was just 1% ahead 

of its 2020 close. Telsa Inc., the 

largest single holding lost 

almost one-third of its value 

between early January and 

early March. It has rebounded 

since, but is down 7% year to 

date, as of March 17. 

So, who is Ark ’s customer? Ms. 

Wood says everyone, including 

herself.      

“Millennials have a long time 

horizon, so if they are willing to 

keep their eye on the prize and 

not look at their portfolios every 

day, they can create a nice nest 

egg,” she says.Two groups of 

retirees are also attracted to 

ARK’s funds. One group is very 

conservative but has portfolios 

that are big enough to allocate 

3-5% per cent to this area, she 

says. They accept the risk as a 

tradeoff for the reward.  

The other group understands 

that the investing landscape is 

always evolving, and you must 

adapt to thrive. “They are 

saying: ‘You know, the ground is 

shifting underneath us here. I'm 

seeing more change than I've 

ever seen in my life. ’”   

She says this group is also 

worried about value traps. By 

value traps she means well-

known companies, trading at 

cheap levels and perhaps 

paying high dividends. The low 

values may reflect limited 

opportunity for growth as their 

industry changes. That will 

eventually impact the 

sustainability of the dividends.  

She sees the changes as bringing 

us many wonderful things. So, it’s 

not a question of if you should 

invest, but how much.  

“Innovation has been turbocharged 

by the coronavirus crisis and there's 

no going back,” she says. “Ever 

cheaper, faster, more productive, 

more creative is going to win the 

day.” 

We’re adding the Canadian 

version of Ark ’s flagship fund to 

our Recommended List. Details 

follow. 
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ADAM MAYERS RECOMMENDS A DISRUPTIVE ETF 

Emerge ARK Global Disruptive 
Innovation ETF (NE: EARK). 
Closed Friday at $22.28.  

Background: EARK was launched 
in June 2019 and is the Canadian 
version of the Ark Innovation ETF. 
The fund is sub-advised and 
actively managed by Cathie Wood 
and her team and is hedged to the 
Canadian dollar. The fund invests in 
a global basket of companies that 
are focused on disruptive 
innovation. This includes 
technologically enabled new 
products or services that could 
potentially change the way the 
world works. It had $206 million in 
assets as of March 12. 

Performance: The fund’s total 
return in 2020 was 130.8%, 
according to Morningstar Research. 
Year-to-date, it is down 1.2%. It 
ranks 92nd of 1,698 similar funds. 

Holdings: The fund is broadly 
diversified by sector, but geographically 
focuses on the U.S. (79% of assets). 
Canada’s Shopify in 8th spot counts as 
a U.S. holding. Another 11% is in Asia 
and 9% in Europe. 

Healthcare and communications 
services are the largest weightings at 
29% each. Information technology is 
8%, consumer discretionary 11%, 
financials 9%, and industrials 3%. The 
top 10 holdings account for almost 
half of the assets. None of them pay a 
cash dividend, though one has issued 

a stock dividend. The top five 
holdings are Tesla (10%), e-payment 
firm Square Inc. (6%), entertainment 
streaming company Roku Inc. (5.5%), 
telehealth provider Teledoc Health 
Inc. (5%), and Chinese multinational 
Baidu Inc. (4%).   

Key metrics: The fund typically 
holds between 35-50 stocks and 
has a relatively high expense ratio 
of 0.80%. 

Discussion: The fund offers a 
balanced way to take part in a 
number of converging themes. The 
holdings are balanced by type of 
business, which reduces one type of 
risk. It is also balanced by size of 
company. For example, ‘mega cap’ 
stocks make up 26% of the holdings. 
They include Tesla and Square with 
market capitalizations of US$650 
billion and US$111 billion respectively. 
These are well established 
businesses. Another 36% are ‘large 
cap’ stocks, such as Roku ($45 
billion) and Teladoc ($30 billion). 
Those groups together make up 
almost two-thirds of the fund. That 
adds another layer of safety. The 
higher risk micro caps, typically 
between $35 and $50 million, make 
up 13% of the holdings. 

Action now: Buy. If you can accept 
higher risk in a portion of your portfolio, 
the selloff offers an opportunity to invest 
in these growing technologies at a 
discount. 
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Background: Canadian Solar, based 
in Guelph, Ontario is one of the 
world’s largest manufacturers of solar 
panels. It has evolved from a low-cost 
manufacturer of solar panels into a 
value-added manufacturer of solar 
power plants. Canadian Solar is 
moving ahead with a dual listing in 
China which should be complete in 
the next 12 months.  

Performance: Renewables hit their 
stride in 2020 and Canadian Solar 
was a top performer. The shares are 
up 233% in the last 12 months, even 
with a sharp sell-off in February. The 
shares are down 11.3% year to date. 

Financials: Canadian's Solar reported 
its year-end on March 18. Quarterly 
revenue and profit beat expectations. 
Revenue rose 13% to $1.04 billion, 
while profit fell 91% to $6.6 million 
($0.11 per share). Covid related 

impacts, plus a rise in material costs 
were cited as reasons.  

For the full year, revenue grew 9% to 
$3.5 billion and net income 
attributable to shareholders was $147 
million ($2.38 per diluted share). 

Discussion & Outlook: CEO Dr. 
Shawn Qu said 2021 will be a good 
year. He expects Canadian Solar to 
capture 10% of the solar battery 
storage market in the U.S. alone. 

"We remain confident in solar 
energy's global prospects,” he said. 
“We are at a turning point, seeing a 
steep increase in demand for clean 
power assets for solar and battery 
storage projects, where Canadian 
Solar has a competitive advantage.”  

Action now: Buy. Fundamentals 
remain strong and the pullback 
presents a buying opportunity. 

ADAM MAYERS’S 

UPDATES 
Recommendations are 

colour-coded: 
Green indicates Buy 

Yellow indicates Hold 
Red indicates Sell 

Canadian Solar Inc.  NDQ: CSIQ  
Originally recommended March 14/20 (#22011) at $16.80. Closed Friday at 
$45.43. (All figures in U.S. dollars.) 

Two of last year’s hottest sectors were renewable energy and the U.S. can-
nabis industry, where federal legalization is drawing closer. But both have 
sold off from mid-February highs as investors perceived them as having 
gone too far too fast. Even so, both sectors have strong prospects and the 
sell-off offers a buying opportunity. Here are two updates: 
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Background: This fund provides 

exposure to the U.S. cannabis 

industry with holdings in American 

companies listed in Canada. The 

companies cannot list in the U.S. 

without a change in federal law, 

which may happen this year. The 

units split 3-for-1 in February. 

Performance: This ETF returned 

329% in the last 12 months, with 

most of the gain coming after the 

U.S. election, on hopes of federal 

legalization this year. It is up 34.9% 

year-to-date, as of the time of 

writing.  

Holdings: The ETF holds 30 

companies, of which the top four 

account for 40% of the assets. They 

are involved in selling recreational 

pot and medicinal marijuana for pain 

management. 

Discussion: The legal cannabis 

industry continues to grow globally 

at a rapid pace. This month, 

Mexico's Chamber of Deputies 

passed a bill fully legalizing 

marijuana. In January, U.K.-based 

GW Pharmaceuticals Plc 

(NDQ: WPH) agreed to a $7.2 billion 

takeover. GW is the only company 

with U.S. Food and Drug 

Administration approval to market 

cannabis-based drugs. Its drugs are 

used to treat epilepsy. 

Sixteen U.S. states have legalized 

pot with several more on the verge, 

including New York. Thirty-six states 

allow distribution of medical 

cannabis. In a sign of the times, the 

Chicago Sun-Times reported that in 

the first full year of legalization in 

Illinois pot sales reached nearly 

$670 million. This year it is expected 

to pass $1 billion.  

Action now: Buy. The cannabis 

industry is in the second leg of a 

multi-year expansion. For patient 

investors able to live with the 

volatility, it offers long term gains. 

Horizons US Marijuana Index ETF 
NE: HMUS  
Originally recommended March 14/20 (#22011) at $16.80. Closed 
Friday at $45.43. (All figures in U.S. dollars.) 

BUY 
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GLOBAL PORTFOLIO GAINS 20% 

By Gordon Pape, Editor and Publisher 

The markets continued to rebound 

from the crash of a year ago, and 

the result was another big gain for 

our TFSA Global Portfolio.  

This portfolio was launched nine 

years ago, in March 2012. It was 

specifically designed to provide 

global exposure for growth-oriented 

Tax-Free Savings Accounts. This is 

done through 100% exposure to 

domestic and international ETFs. 

That means you should only track 

this portfolio if you are willing to 

accept stock market risk, although 

the use of ETFs provides a high 

degree of diversification. Our target 

is an average annual return in the 8

-10% range. 

Here’s a look at how our ETFs have 

performed since the last update in 

late October. Results are as of the 

afternoon of March 19. 
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S iShares Core S&P/TSX Capped Composite Index 

ETF (TSX: XIC).This ETF tracks the performance of the S&P/
TSX Composite Index. The TSX has been performing well, in 
large part due to recoveries in the energy and financial sectors, 
and the units are up $4.26 since the last review. We received one 
quarterly distribution of $0.192. 

iShares S&P/TSX Small Cap Index ETF (TSX: XCS). 
This ETF tracks Canadian small cap stocks. After a long stretch of 

negative results, we are now seeing gains, with the units jumping 

$4.81 in the latest period. A significant percentage of Canadian 

small caps are mining companies, which have benefitted from the 

rise in commodity prices. We received one small quarterly 

distribution of $0.064 per unit.  

 iShares Core S&P 500 Index ETF (CAD-Hedged) 
(TSX: XSP). This ETF tracks the performance of the S&P 500. 
The index has been on a strong run and the units are up $4.85 
since the October review. We received a year-end distribution of 
$0.268 per unit. 
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Shopify (TSX, NYSE: SHOP). Ottawa-based Shopify continues its 

amazing run, with the stock up $408.28 since the last review. The company 

has been one of the major beneficiaries of the growing trend to online 

shopping that has been fueled by the pandemic. The gain since we added 

the company to this portfolio is now 2,253%. 

BMO Nasdaq 100 Equity Hedged to CAD Index ETF 

(TSX: ZQQ). This fund provides exposure to the top 100 stocks on the 

Nasdaq exchange. Despite the recent pull-back in the tech sector, it is up 

$8.15 since the last review. The fund makes annual distributions in 

December, when we received $0.38 per unit.  

iShares MSCI EAFE Index ETF (CAD-Hedged) (TSX: XIN). This 

ETF tracks markets in Europe, Asia, and the Far East. Although 

they’re lagging behind the U.S., these markets are gradually 

recovering from the economic effects of the pandemic. The units 

have gained $4.30 since the last review and we received a semi -

annual distribution of $0.226 per unit in December.  

iShares MSCI Frontier 100 ETF (NYSE: FM). 
This ETF holds major companies in Third World countries from Nigeria to 

Vietnam. These markets were badly hit by the initial effects of the 

pandemic but are recovering and the units are up US$2.72 since the last 

review. We received a semi-annual distribution of US$0.187 in December.  

iShares MSCI Emerging Markets ETF (NYSE: EEM). 
Emerging Markets have also recovered from last March ’s slump. 

This ETF is up US$7.95 since our last review. We received a year -

end distribution of US$0.519 per unit.  

Interest (NYSE: EEM). We received $9.61 interest from the cash 

balance in our Motive Financial high-interest savings account. 
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Security Weight 

% 

Total 

Shares 

Average 

Price 

Book 

Value 

Current 

Price 

Market 

Value 

Retained 

Income 

Gain / 

Loss % 

XIC 15.5 250 $20.36 $5,089.95 $30.12 $7,530.00 $211.38 +52.1 

XCS 6.3 160 $16.09 $2,575.05 $19.23 $3,076.80 $77.46 +22.5 

XSU 16.9 180 $17.96 $3,297.80 $45.66 $8,218.80 $211.50 +155.6 

XSP 23.0 220 $17.06 $3,752.70 $42.24 $11,181.60 $315.12 +156.0 

ZQQ 21.0 120 $21.44 $2,572.80 $93.18 $10,203.60 $222.36 +305.2 

XIN 9.5 160 $21.38 $3,421.25 $28.84 $4,614.40 $112.25 +38.2 

FM 2.1 35 $35.09 $1,228.30 $29.71 $1,039.85 $145.77 - 3.5 

EEM 5.6 50 $43.81 $2,190.50 $54.00 $2,700.00 $165.28 +30.8 

Cash 0.1   $43.62  $53.23    

Total 100.0   $24,171.97  $48,618.28 $1,461.12 +107.2 

Inception    $20,002.30    +150.4 

IWB Global TFSA Portfolio (a/o March 19/21) 

Comments: The last two periods 

have been the best this portfolio 

has ever had. Over the past 12 

months, every ETF gained ground. 

The latest six months saw an 

overall gain of 20.5%. 

Since inception, the portfolio has 

gained 150.4%, which works out to 

a compound annual growth rate of 

10.74%. That slightly exceeds the 

top end of our target range. 

Changes: This portfolio is 

performing well and provides 

excellent diversification and 

geographic coverage. We will not 

replace any components at this time.  

We don’t have enough retained 

earnings in any security to make 

any meaningful additions, so we’ll 

keep our cash total of $1,514.35 

in our TFSA Savings Account at 

Motive Financial (a division of 

Canadian Western Bank), which 

now pays 1.25%. 

I will review the portfolio again in 

September. 
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Bitcoin 

Member comment: So much has been said and 

written about Bitcoin, and yet one thing seems to 

be missing from the currency analysis – stability. 

Coinage began back in the 6th century BCE (of electrum, a natural 

amalgam of gold and silver). It acted as a standardization of exchange 

e.g., one coin = a jug of wine or a bale of hay. The government (at the 

time the King of Croesus – aka rich as Croesus) guaranteed the amount 

of gold/silver. Your coin is worth what it can buy, and you had a pretty 

good idea that you could buy more or less the same amount the next day/

the next week.   

Today currencies fluctuate, but aside from a short-term debt crisis (Brazil, 

Russia, Argentina, etc.), they are relatively stable. The Canadian dollar 

goes up and down versus the U.S., but not more than 20-30%, and that is 

only over several years at worst. Bitcoin on the other hand, has gone up 

thousands of percentage points.  

So, assuming you can use your Bitcoin to buy something, why use it? If 

you want to buy a bottle of wine, say for 1 Bitcoin, if you wait then you can 

buy 1,000 bottles.  

In short, as a currency Bitcoin is a bust. It just doesn't make sense. The 

technology underlying bitcoin (blockchain) is another thing, but the bitcoin 

itself? It's just another tulip bubble – but at least in that bubble, you lost all 

your money but got a nice flower. Bitcoin doesn't bloom.:-) – Michael L. 

Member comment: I take great issue with the recent article Riding the 

Bitcoin tsunami by Richard Croft. There are additional material 

considerations of cryptocurrencies which have not been presented. 

For background, I read and follow a material number of business 
publications such as Business Week, Fortune, Forbes, Wall Street 
Journal, etc. There have been many articles regarding likely manipulation 
of cryptocurrency prices such as Bitcoin for nefarious purposes. There are  

Continued on page 11... 
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Members’ corner—continued from page 10... 

no regulatory controls over the trading of them. This simply begets foul 
play. I highly recommend people Google "cryptocurrency manipulation" or 
"Bitcoin manipulation" to get a sample of the issues. It is really the Wild 
West out there. 

I would also recommend people read the risks outlined in the Purpose 
Bitcoin ETF. The list is extremely long and quite material. Although the 
ETF itself is regulated, the underlying currency is completely unregulated. 
After reading the prospectus risk factors, I wonder how many people 
would actually proceed with a purchase. 

As a strictly personal opinion, I think cryptocurrencies are entering bubble 
territory with so many people and institutions getting into the game. As a 
reminder, one of Warren Buffett’s most famous investment sayings is “Be 
fearful when others are greedy. Be greedy when others are fearful.” The 
late great global investor John Templeton said: “The time of maximum 
pessimism is the best time to buy, and the time of maximum optimism is 
the best time to sell”. 

I would strongly recommend soliciting an author to write an article 
presenting an opposing view and including key risk factors. This area is 
too new to your readers to have only have one side presented. – Paul W.  

Response: I understand exactly what Paul is saying and agree with much of 
what he had to say. I wanted to present the bull case that does not get the 
kind of exposure that Bitcoin bears enjoy. Make no mistake there is an 
abundance of risk in cryptocurrencies and it is in fact the Wild West. That is 
why I concluded in the column that total exposure to alternative assets should 
not exceed 20% of a portfolio. Bitcoin is one of many alternative assets and 
from a portfolio perspective should not exceed 5% of the portfolio’s overall 
value. For clients in my practice, I hold the Bitcoin ETF in one of our 
aggressive all-equity pools. The Bitcoin ETF exposure in my pool is about 6% 
but the pool represents at a maximum 25% of a client’s overall portfolio.  

One final point: the exchanges just launched options on the Purpose 
Bitcoin ETF, which provides another tool to hedge exposure against worst 
case scenarios. But, as Paul points out, there is a strong argument that 
Bitcoin is being manipulated and is in bubble territory. It is something I will 
be following closely and will update regularly. – Richard Croft 

Continued on page 12... 
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Comments: Following my update 

on CNQ last month, a subscriber 

(retired petroleum geologist Mike D.) 

wrote to request that “the full and 

proper units should be used” to state 

\production. Instead of saying boe 

(barrels of oil equivalent), Mike 

points out I should really have been 

saying boe/day, indicating that “they 

are actually producing those very 

substantial volumes of crude oil, 

SCO, and other liquid hydrocarbons 

as well as a very large volume of 

natural gas daily……every single 

day of the year”.  

Mike is of course correct, the 

terminology is boe/d, but is kind 

enough to go on to say he heartily 

agrees with everything that I said in 

my update and he is happy to be a 

long standing CNQ shareholder.  

Action now: CNQ remains a Buy as 

the best managed E&P company in 

Canada and probably North 

America. There are signs of strong 

economic growth emerging in the 

U.S. and the demand for 

conventional energy, especially 

going into the summer driving 

season in North America, should 

continue to remain strong.  

Canadian Natural Resources  
TSX, NYSE: CNQ 
Originally recommended May 13/19 (#21918) at C$37.96, 
U$28.33. Closed Friday at C$37.73, US$30.10. 

GAVIN GRAHAM’S 

UPDATES 
Recommendations are 

colour-coded: 
Green indicates Buy 

Yellow indicates Hold 
Red indicates Sell 

BUY 

Members’ corner—continued from page 11... 

Follow-up: Another Bitcoin ETF 

began trading on the TSX this 

month. It’s the CI Galaxy Bitcoin 

ETF (TSX: BTCX). It too invests 

only in Bitcoin (not futures), and 

has a lower management fee, at 

0.40%. Readers should note that 

we consider investing in these 

funds to be high risk. – G.P. 
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NGG was recommended a couple of 
months ago as a play on a revival in 
investor interest in the U.K. utility 
market (it also owns undervalued 
North American assets). The 
company announced several major 
deals on March 18.The most 
significant were the purchase of the 
U.K.’s largest electricity distributor, 
Western Power Distribution (WPD), 
from U.S. owner PPL (formerly 
Pittsburgh Power and Light) for £7.8 
billion and the sale of one of its U.S. 
electricity businesses, New England
-based Narragansett Electric 
Company, for US$3.8 billion. 
National Grid also announced plans 
to sell a majority stake in National 
Grid Gas, which owns the U.K.’s 
national gas transmission network, 
later this year. 

The deals will increase the 
proportion of electricity assets in the 
company’s portfolio from 60% to 
70%. While National Grid owns the 
core high voltage transmission 
networks in the U.K., branching out 
into the local distribution networks 
owned by WPD is a significant step 
and reflects the growing role seen 
for electric vehicles and the efforts 
being made to electrify heavy 

industry and heating. 

CEO John Pettigrew said the deals 
marked a “strategic pivot” meaning 
its portfolio would reflect “an 
appropriate balance of electricity 
and gas for the (forthcoming) energy 
transition”. He added: “It was a 
relatively unique opportunity for 
National Grid to enter the electricity 
distribution market at scale”.  

WPD owns four distribution 
networks in the Midlands, south-
west England and Wales and made 
profits in 2020 of £750 million, with 
the deal valuing it at 10.4 earnings.  

Action now: Trading slightly below 
where it was recommended due to 
substantially higher U.S. Treasury 
yields, National Grid’s major 
transactions reinforce its increasing 
exposure to the forthcoming green 
revolution and the move towards 
wider use of electric automobiles. It 
also increases its U.K. exposure at a 
time when the successful vaccine 
rollout and recovery in the U.K. 
economy are changing overseas 
investors’ views about the 
attractiveness of Britain as a market. 
It remains a Buy and provides a 
5.3% yield. 

National Grid Transco 
NYSE: NGG 

Originally recommended on Jan. 25/21 (#22104) at $60.06. 
Closed Friday at $58.55. (Share prices in U.S. dollars.)  

BUY 
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Background: Shaw 

Communications is a Calgary-based 

diversified communications 

company, serving 3.2 million 

customers in Alberta and British 

Columbia. Its services include 

broadband internet, WiFi, wireless 

(Freedom Mobile), and video 

products and services. Shaw 

Business Network Services provides 

business customers with internet, 

data, Wi-Fi, telephony, video, and 

fleet tracking services. 

Performance: The shares broke out 

of their long range-bound pattern 

last week after the company agreed 

to be taken over by Toronto-based 

Rogers Communications.  

Recent developments: Rogers is 

offering $40.50 per share to acquire 

Shaw, in a deal valued at $26 billion, 

including $6 billion of Shaw debt. 

The Shaw family trust, which 

controls the company, has voted 

irrevocably to accept the offer. CEO 

Brad Shaw and another member 

nominated by the family will join the 

Rogers board of directors. 

Shaw said in a press release that 

synergies are expected to exceed $1 

billion annually within two years of 

closing, and the transaction will be 

“significantly accretive” to Rogers’s 

earnings and cash flow per share as 

of the first year after closing. 

Rogers says it plans to spend $2.5 

billion to build a 5G network in 

Western Canada and promised that 

the Western head office of the 

company would remain in Calgary. It 

also promised to create a new $1  

Continued on page 16... 

Shaw Communications  
TSX: SJR.B, NYSE: SJR  
Originally recommended on Feb. 3/08 (#2805) at C$20.53, US$20.64. 
Closed Friday at C$33.75, US$27.09.  
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Background: This is one of the 

largest banks in the U.S. 

Performance: We recommended 

BAC in September 2010 when it 

was trading at $13.40 and updated it 

again last June when it was trading 

at $25.25. Since then, it basically 

traded sideways until the last few 

months amid signs that the COVID 

epidemic was beginning to ease but, 

most importantly, that yields on U.S. 

Treasury bonds were going up. 

Banks benefit from rising rates 

almost more than any other sector. 

As a result, Bank of America is now 

trading near its 52-week high for a 

gain of 187% since we 

recommended it.  

Recent developments: Year-end 

results for fiscal 2020 saw a drop in 

both revenue and earnings as a 

result of the impact of the pandemic 

and low interest rates. 

Revenue for the year was $85.5 

billion, down from $91.2 billion in 

2019. Loan loss provisions were $11.3 

billion, up from $3.6 billion in the prior 

year. Net earnings came in at $17.9 

billion ($1.87 per share), down from 

$27.4 billion ($2.75 a share).  

"Despite one of the worst economic 
environments in modern memory, 
we ended the year stronger than 
before the health crisis and well 
positioned to support our clients,” 
said chief financial officer Paul 
Donofrio. “We grew deposits by 
$361 billion, improved our capital 
ratios and increased liquidity to 
record levels, exceeding loans. 
Because of the responsible way we 
have operated the company over 
many years, we were able to 
support the economy by raising 
$772 billion in capital on behalf of 
clients, invest in our franchise and  

Continued on page 16... 

Bank of America  
NYSE: BAC Originally recommended on Sept. 20/10 
(#20133) at $13.40. Closed Friday at $38.53. (All figures in U.S. dollars.) 
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Bank of America—continued from page 15.. 

still be in a position to return $4.8 

billion in capital to our shareholders 

in the first quarter of 2021 in the 

form of common stock repurchases 

and dividends." 

Dividend: The stock pays a 

quarterly dividend of $0.18 a share 

($0.72 a year) to yield 1.9%.  

Outlook: This is a quality bank, and 

its future looks particularly good 

now with additional government 

stimulus and gradually rising rates. 

That said, it's near its all-time high 

and so the market has anticipated a 

lot of good news. It's not expensive 

at a 20.6 times p/e and it pays a 

dividend of close to 2% which is 

likely to move higher over the next 

few years.  

Shaw —continued from page 14... 

billion fund dedicated to connecting 

rural, remote, and Indigenous 

communities to high-speed Internet 

across the four Western provinces. 

As well, it will spend an additional 

$3 billion to support additional 

network, services, and technology 

investments.  

The company said the expansion 

plans will create 3,000 new jobs. 

Outlook: The bid price is $40.50 a 

share but the stock is trading well 

below that, closing in Toronto on 

Friday at $33.75, a discount of 16.7% 

to the offer. What’s going on? The 

Competition Bureau, the CRTC, and 

the federal government, that’s what.  

There’s a real concern that the 

government will reject the takeover, 

or at least force the companies to 

exclude Shaw’s Freedom Mobile 

from the deal. It’s the fourth largest 

wireless carrier in Canada and if 

Rogers swallows it up, it will 

probably mean higher prices for its 

almost two million subscribers after 

a three-year standstill period. 

Moreover, the merger would fly in 

the face of the government’s policy 

to ensure more competition (and, 

theoretically, lower prices) in the 

telecommunications sector.  

So, this is not a done deal by any 

means, which is why the stock is 

trading at a discount to the bid 

price.  

Action now: You can sell now and 

lock in your profit (64% over the 

original recommended price). Or 

you can wait it out and hope the 

deal goes through. My inclination is 

to Hold. 
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Background: This company is 

in the nuclear components 

business, providing nuclear 

propulsion for the Navy, which 

gives it a nice steady customer 

both in terms of origination and 

service on an extremely high-

tech, wide-moat business. It 

also upgrades nuclear reactors. 

As well, it owns Nordion, which 

specializes the medical isotope 

business. 

Performance: I recommended 

this stock in August 2018 when 

it was trading at $63.18 and 

updated it last March was 

trading at $46.03. The stock has 

rebounded since and traded as 

high as $65.76 since last year ’s 

sell-off. It’s just below that level 

now. 

Recent developments: The 

company reported solid fourth 

quarter results and posted new 

records for annual revenue and 

earnings. 

 

Revenue in 2020 established a 

new record at over $2.1 billion, 

a 12% increase compared to 

$1.9 billion in 2019.  

GAAP net income in 2020 was 

$279 million ($2.91 per share, 

fully diluted) compared with 

$244 million ($2.55 per share) in 

2019. Non-GAAP earnings per 

share were $3.03. The company 

is forecasting non-GAAP 

earnings of $3.05 to $3.20 per 

share in 2021. 

Dividend: BWX increased its 

dividend by 11% to $0.21 per  

quarter ($0.84 per year), to yield 

1.3%.  

Action now : Buy. 

BWX Technologies (NDQ: BWXT) 
Originally recommended on Aug. 27/18 (#21831) at $63.18. 

Closed Friday at $64.87. (All figures in U.S. dollars.) 
BUY 

Questions 
Send them to us and we’ll ask our 

team of experts for the answers. 

Send your questions by email to 

gpape@rogers.com 

mailto:gpape@rogers.com

